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February 3, 1994

The Honorable William D. Ford
United States House of Representat1ves

.210 7 Rayburn House O~fice Building
Washington, DC 20515

Attention: Mr. Christopher M. Davis

Re: Necessity of Adjustments to the FCC Competitive Cable
Telev1sion Rate Benchmarks When Applied to Small Cable
Systems and Cable Systems with Low Numbers of Homes Per
Mile of Cable

Dear Congressman Ford:

~:'lls letter is sent to follow up on my visit to your office on
February 1, 1994, and to thank you for your consideration of a very
serious problem regarding application of the FCC Cable TV Rate
Benchmarks to small companies serving sparsely populated areas.

Televista is a small family owned cable TV company serving
exclusively rural and exurban areas, with an average of less than
30 homes per mile of cable. Our two systems, Televista
Communications and North Oakland Cablevision ("Televista Systems")
together serve 6704 customers. We serve areas that the large MSO's
borderlng our areas had historically declined to serve, Sumpter,
Augusta, York, Springfield, Groveland and Rose Townships, at the
outer edges of Wayne, Washtenaw, and Oakland Counties.

FCC data demonstrate that the average housing density of all cable
companies, nationwide, 1S approximately 60 homes per mile of cable.

The attached Pleadings filed with Federal Communications
Commission, point out the necessity of changes to the FCC
Competitive - Cable Television Rate Benchmarks ("FCC Rate
Benchmarks"), when the Rate Benchmarks are applied to small cable
systems and systems with low housing density.

The Pleadings present findings of our computer analysis of the FCC
Cable TV Rate Survey Database on which the FCC based its Cable Rate
Benchmarks. The analysis disclosed several startling facts about
the FCC Rate Benchmarks.

First, the FCC
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Second, less than 64/100 of 1\ of the homes in the FCC Cable TV
Rate Survey Database / on which the FCC based its Cabl e Rate
Benchmarks, are in areas of 40 homes or less per mile of cable.

Third, the FCC Rate Benchmarks make no provision for the
dramatically higher costs per subscriber that a small cable company
serving a sparsely populated rural or exurban area incurs, compared
to those of the big companies in the densely populated urban and
suburban areas, on which the FCC Rate Benchmarks are based.

This is unfair to smaller cable systems serving sparsely populated
areas, and is arbitrary.

Elected and other Government Officials can readily attest to the
extra vehicle, travel, and telephone expense, not to mention
addi tional shoe leather, that is required to serve a sparsel y
populated area, with great distances between homes, compared to
densely populated areas.

It costs approximately $15/000 to build and hook up a mile of cable
whether that mile passes over 60 homes or passes fewer than 30
homes. This results in the small company in a sparsely populated
area incurring capital costs per subscriber that are twice those
of a big company in a dense area.

As the smaller company in a sparsely populated area must send its
trucks and personnel much farther between customers, must employ
more people per customer to cover sparse territory, and does not
get the programming discounts of the big companies / the small
company's operating costs are much higher than the big company's.

Put simply, there is an absolute correlation between system density
and the costs per subscriber of providing cable service.

However, the FCC Cable TV Rate Survey did not elicit cost
information- from cable companies, and therefore, the FCC Rate
Benchmark formulae which are based on that survey do not reflect
the greater costs per subscriber that small and rural or exurban
systems incur.

The failure of the FCC Rate Benchmark formulae to differentiate
between cable operators by housing density, and by sizer renders
application of the current Benchmark Rates to systems of less than
40 homes per plant mile, and to small systems, arbitrary.

To demonstrate the effect that housing densi ty has on capi tal
costs/ the chart that follows presents a comparison of Televista's
actual capital costs per subscriber, with the capital costs per
subscriber that would result if the areas Televista serves had the
62 homes-per-mile density that the FCC Rate Benchmarks are based
upon.
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COMPARISON OF CAPITAL COSTS PER SUBSCRIBER

Plant Miles
Homes Passed
Subscribers

Homes per Mile of Cable
Subscribers per Mile of Cable
Number of Headends

Headends Cost
Cable Plant and Equipment Cost
Converters and Drop Material Cost

Total Capital Costs

Converters and Drop Material
per Subscriber

Headend Cost Per System

Cable Plant and Equipment Cost
per Mile of Cable

Total Capital Costs per Mile

Total Capital Costs per Subscriber
--------------------------------------------------------------------

TELEVISTA FCC RATE
ACTUAL BENCHMARKS

DENSITY

430 430
12,400 26,660

6,704 14,413

.il g
16 34
1 1

$ 365,345 $ 182,672
$4,708,216 $4,708,216
$1, 256,469 $2,695,523
---------- ----------
$6,330,030 $7,586,411

$187 $187

$182,672 $182,672

$10,949 $10,949

$14,721 $17,643

$944 $526
---- ----

As can be seen, the capital costs per subscriber are almost twice
as high in Televista's systems, with less than 30 homes per mile,
than they ~ould be in a system with the density of 62 homes per
mile that the FCC Rate Benchmarks are based upon.

An analysis by Arthur Andersen and Company <attached) demonstrates
that a small cable company serving less than 30 subscribers per
mi 1e must be abl e to charge higher subscriber rates, than do
average companies, in average density areas, simply to cover the
capital cost of building the system in sparse areas.

Televista serves an average of 16 subscribers per mile. Under the
Arthur Andersen Anal ysis, Tel evista must generate revenues of
almost $4.00 more than the average cable system, simply to cover
the cost of building the system.

_ Operational costs of small and rural or exurban cabl e operators
also exceed industry averages. For example, programming costs, at
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rate card, are far higher for small systems,
Televista Systems, than for large systems,
substantial discounts from rate card prices .

including the
whi ch recei ve

. Personnel, vehicle, and fuel costs are also much higher for rural
systems than for dense systems, as personnel and equipment must
travel much farther to service cable customers.

Small companies, including the Televista Systems, also are
administratively and technically much more expensive to run than
large systems, as costs such as legal, accounting, bookkeeping and
administrative and technical supervision costs must be spread over
a much smaller subscriber base.

Test equipment and engineering expenses for FCC required headend
and distribution system tests also cost small operators more per
subscriber, as those costs are spread over fewer subscribers per
headend and fewer subscribers per mile of cable.

These, as
Benchmarks
pleadings.

well
are

as other,
addressed

inequities
in greater

imposed
detail

by
in

the
the

FCC Rate
attached

Tel evista has urged the FCC to address these inequi ties in the
FCC's current rulemaking procedure.

Your support in a letter to the Chairman of the Federal
Communications Commission regarding this matter would be very
important. Pursuant to my meeting with Mr. Davis, we have prepared
the attached draft letter for your consideration.

As the FCC is considering these matters during the early February,
we would appreciate it if a letter could be sent as soon as is
possible.

If you, or Mr. Davis, have any questions regarding this matter, or
would like any additional information, please write me, or call me
at (3L3) 753-3455.

Thank you for your consideration and support in this important
matter.

Sincerely,

Michael E. Turner
President
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)
)

MM Docket 92-266

SUPPLEMENTAL COMMENTS
REGARDING LOW DENSITY AND SMALL CABLE SYSTEMS

These Supplemental Comments are filed to provide information
regarding the necessity of adjustments to the FCC Competitive Cable
Televlsion Rate Benchmarks when applied to small cable systems and
cable systems with low numbers of homes per mile of cable.

These comments will provide actual cost data that will assist the
Commisslon's consideration of problems with the FCC Cable TV Rate
Survey Database, detailed in Televista's Reply to Oppositions to
Pet:'tions for Reconslderation; MM Docket 92-266, filed July 29,
1993 (copy attached)

Telev:'sta is a small family owned cable TV company serving
excluslvely rural and exurban areas, with an average of less than
30 homes per mile of cable. Our two systems, Televista
Communicat:'ons and North Oakland Cablevision ("Televista Systems")
together serve 5704 customers. We serve areas that the large MSO's
bordering our areas had historically decllned to serve.

The FCC Cable TV Rate Survey Database demonstrates that the average
houslng density of all cable companies. nationwide, is
approxlmately 60 homes per mlle of cable.

We serve Sumpter, Augusta, York, Springfield, Groveland and Rose
Townships, at the outer edges of Wayne, Washtenaw, and Oakland
Counties, Michigan. Notwithstanding the low density, as we are on
the edges oj the Detroit Metropolitan area, our systems are state­
of-the-art 450 MHz addressable systems, offering 40 or more basic
channels.

Our July 29, 1993 Pleading presents findings of our computer
anal ysis of the FCC Cabl e TV Rate Survey Database on which the
Commission based its Cable Rate Benchmarks. That analysis
disclosed several startling facts about the FCC Rate Benchmarks.
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First. the FCC Rate Benchmarks are based an cable telev:sion rates
charged by big cable companies servlng densely populated urban and
suburban areas with average housing densltv of over 60 homes per
mile of cable.

Second, I ess than 64/100 of 1% of the homes in the FCC Cabl e TV
Rate Survey Database, an which the FCC based its Cable Rate
Benchmarks, are in areas of 40 homes or less per mile of cable.

Third, the FCC Rate Benchmarks make no provision for the
dramatically higher costs per subscriber that a small cable company
serving a soarsely oopulated rural or exurban area incurs, compared
to those of the big companies in the densely populated urban and
suburban areas, on which the FCC Rate Benchmarks are based.

This is unfair to smaller cable systems serving sparsely populated
areas, and is arbitrary. Elected and other Government Officials
can readily attest to the extra vehicle, travel, and telephone
expense, nat to mention additional shoe leather, that is required
to serve a sparsely populated area, with great distances between
homes, compared to densely populated areas.

It costs approximately S15,000 to build and hook up a mile
whether that mlle passes over 60 homes or passes fewer
homes. This resul ts in the small cabl e company in a
popul at ed area :.nc'J.rring cap i tal cos ts per subscriber
twice those of a big company in a dense area.

of cable
than 30

sparsely
that are

As the smaller company in a sparsely populated area must send its
trucks and personnel much farther between customers, must employ
more people per customer to cover sparse territory, and does not
get the programming discounts of the big companies, the small
company's operating costs are much higher than the big company's.

Put simply, there is an absolute correlation between the density
of homes per mile of cable, and the costs per subscriber of
providing cable service.

However, the FCC Cable TV Rate Survey did not elicit cost
informatlon from cable companies, and therefore, the FCC Rate
Benchmark formulae which are based on that survey do not reflect
the greate~ costs oer subscriber that small and rural or exurban
systems incur.

The failure of the FCC Rate Benchmark formulae to differentiate
between cable operators by housing density, and by size. renders
application of the current Benchmark Rates to systems of less than
40 homes per plant mile. and to small systems, arbitrary.
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To provide actual cost information to the Commission, and tc
demonstrate the effect that housing density has on capital costs,
the chart that follows presents a comparison of Televista's actua:
capital costs pe~ subscriber. with the capital costs per subscribe~

that would ~esult if the areas Televista serves had the 62 homes­
per-mile density that the FCC Rate Benchmarks are based upon.

COMPARISON OF CAPITAL COSTS PER SUBSCRIBER

Plant Miles
Homes Passed
Subscr-ibers

Homes per Mile of Cable
Subsc~ibe~s per Mile of Cable
Number of Headends

Headends Cost
Cable Plant and Equipment Cost
Converters and Drop Material Cost

TELEVISTA
ACTUAL

430
12,400

6,704

S 365,345
S4,708,216
Sl,256,469

FCC RATE
BENCHMARKS

DENSITY

430
26,660
14,413

S 182,672
S4,708,216
S2,695,523

Total Capital Costs S6,330,030

Converters and Drop Material S187
per Subscriber

Headend Cost Per System S182,672

Cable Plant and Equipment Cost S10,949
per Mile of Cable

Total Capital Costs per Mile S14,721

Total Capital Costs per Subscriber S944
-------------------------------------------------------------------- ----

S7,586,411

S187

S182,672

S10,949

S17,643

S526

As can be seen. the capital costs per subscriber are almost twice
as high in Televista's systems. with less than 30 homes per mile,
than they would be in a system with the density of 62 homes per
mile that the FCC Rate Benchmarks are based upon.

An analysis by Arthur Andersen and Company (attached) demonstrates
that a small cable company serving less than 30 subscribers per
mi I e must be abl e to charge higher subscriber rates, than do
average companies in average density areas, simply to cover the
capital cost of building the system in sparse areas.
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Televista se~ves an ave~age of 16 subsc~ibe~s per m:le. Under :~e

Arthur Andersen Analysis , Televista must generate revenues 0:
almost $4.00 per month more than the average cable system, slmclv
to cover the cost of building the system in the sparsel v populated
areas to WhlCh we have brought cable television.

Operati ona I cos ts of small and rural or exurban cab I e operators
also exceed industry averages. For example, programming costs, at
rate card, are far higher for small systems, including the
Televista Systems, than for large systems, which receive
substantial discounts from rate card prices.

Pe~sonnel, vehicle, and fuel costs are also much higher for rural
systems than for dense systems, as personnel and equipment must
travel much farther to service cable customers.

Small companies, including the Televista Systems, also are
administratively and technically much more expensive to run than
large systems, as costs such as legal, accounting, bookkeeping and
administrative and technical supervision costs must be spread over
a much smaller subscriber base.

Test equipment and engineering expenses for FCC required headend
and dist~:bution system proofs also cost small operators more per
subsc~iber as those costs are spread over fewer subscribers per
headend and fewer subscribers per mile of cable.

These, as well as other, inequities imposed by the FCC
Benchmarks are addressed in greater detail in our July 29,
pleading.

Rate
1993

Televista believes that the FCC Cable TV Rate Survey Database
demonst.rates that. the FCC Competitive Cable TV Rate Benchmarks
should not be appl:ed to cable systems of less than 40 homes per
mi 1e, and tha t such systems shoul d be exempted from Benchmark
application.

The FCC Cabl e TV Rate Survey Database demonst~ates that actual
competition virtually never occurs in low density systems (only
64/100' s of 1% of the homes in the Database are in areas that
experience compet:tion sn4 have densities of less than 40 homes per
mi Ie) . I t is therefore s tatisti call y insupportabl e f or the
Benchmarks based upon actual competi tion in dense areas to be
applied to companies serving low density areas.

Alternatively, Televista believes that an approach referred to as
"Benchmarks Plus" should be utilized by the Commission. Under that
approach, cable companies with lower than average housing densities
would be allowed to escalate rates from the Benchmark according to
a sliding scale based upon the amount by which the company's
density differs from the average density on which the Benchmarks
were based.
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The Ar~hur Ande~sen and C~. analys:s (attached) demonstrates the
use 0: th~3 app~~ach to aadress the greater per-suoscr:ber cao:tal
cos:s :nc:.1rrec ::""~ low densl:y systems. The same approach could
also be utll:zed to address the greater per-subscrlber operat:na
costs lnc~rred :n low densl:y systems.

Televista is currently above the benchmark rate mandated by the
current regulatlons. Reduct:on 0: rates to Benchmark levels would
have made lt lmpossible for Televista to service debt, and without
substantlal in=~Slons of cap:tal would have put the company out of
buslness.

Televista is thus forced to proceed on a Cost-of-Service basis.
ThlS wlll be extremely burdensome for Televista, as well as the SlX
small Franchise Jur:sdlctions we serve, and indeed the FCC.

First, Telev:sta must compile data and present Cost of Service
proofs for the baS1C t:er to each of the franchise jurisdictions
:t serves. Each cost of serVlce showlng will be different, and
requlre separate preparatlon, as each franchise jurisdlctlon will
have Sllghtly different plant characterlstlcs and costs.

Second, Televlsta must make SlX related showings to the FCC for the
satellite t:er -- again each one dl:ferent and requ:rlng separate
preparat:on and pr~o:s.

If the Commission does not address the inequities that the current
Benchmarks lmpose on small companies servlng sparse areas, most
sma 11 compan: es wlil be for ced t a go through th:s burdens orne
process. These are the very companles, and very franch:se
jurisdictions. that have the least expertlse and the least abillty
to shoulder legal and accountlng expenses necessary to go through
the Cost of SerVlce Rate Justlficatlons.

Recognition of the substantlve differences between systems
operating in areas of normal denslty and those operating in rural
or exurban areas, and appropriate changes to the application of the
benchmarks, will save small operators, small franchise
Jurisdictions, and the Commlssion, great difficulty and
frustration.

Televista urges the Commlssion to address these inequities in the
FCC'~ current rulemaklng procedure.

If the Commission or Staff have any questions regarding this
matter, or would l:ke any additlonal lnformation, please write me,
or call me at \313) 753-3455.
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Thank you for your consideration of this impor~ant matter.

Respectfu:ly submitted,

Dated: February 4, 1994

6

::LEV~272Z:NC.
M~chael E. Turner
Pres~dent

37269 Huron River Drive
P. O. Box 604
New Boston, Michigan 48164
(313) 753-3455



ATTAcmm!t'1'
SUBSCRIBERS PER MILE O~ PLANT AND CONSTRUCTION COST PER SUBSCRIBER

LOW DENSITY SYSTEMS SHOULD BE
PERMI'I*l'ED TO ADJUST BENCHMARKS

Systems with an average ofless than 30 subscribers per mile should be

permitted to adjust their benchmarks upward to account for hirher costs. The exact

amount of the adjustments should be based on the percentage by which a given

system's per subscriber construction costs (per mile) exceed the average per

subscriber construction costs for the systems included in the Commission's

database. As demonstrated by the attached chart, density has an enormous impact

on per subscriber construction costs.

,
~.



I
Subscdbe,. Pet &file 01 Plalll.1td ConstlUC.on Cost pet Subscdber

I

Construc.on Cost Pet &l#le
Subscdbe,. Pet &lile •

~'j~'~EJj~''"nI-'j~.~ [=It~.~[li5.i~l· ·li5.~11~~
Constlllc.on Cost Per lli/e Pet Sa6scdbet
. Percllllta,l. Diltef8nce FlOm AWIiIIJB
t

---Si sliil--ji 0001----j1501 --$600
m'-.60~ =!~t~n~_~ @@J~~-~-~L!!Q~

$500
2583%

$429
186%

_~~7
000%

Dspf8CI••on Cost Pet &file Pet &lonth ••
DSPf8CI••on Cost Per &lile Per Stbscdbet Per Alonll.

Percentall. Dlftef8nce From AWliIlle
Dollar Dlltef8nce From A~eliJlle

----'04 - --104
---jiO.42---- $6.94
-271:60% --15f61"
~=-lt68 =~${ f~

----104 -- -i04
---j5.2i --- $4:17

88.75% -. 51.000/.
~-~-=,~~~ ~_~~:] r~ ~

t04
. $3.47
2583%
~~.?~

104
$298

7.86%
~j~

ili4
$276

l)(Xt%
$iiix-l

\
1,

I

}

• 31.76 SlDcrlber. pe' mIe 1s'18 ave,age '10m dl8 FCC dalabase.
• III Assumes average lie of t2 VeaJ'.

.._..

._-~~ ----

ANALYSIS BY ARTHUR ANDERSEN & CO.
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REPLY TO OPPOSITIONS TO PETITIONS FOR RECONSIDERATION

This pleading is filed by Televista Communications, Inc. to submit
to the Commission important information regarding the statistical
insufficiency of the FCC Cable TV Rate Survey Database and the
inapplicability of FCC Competitive Cable TV Rate Benchmarks to
rural cable systems.

Televista Communications is a small family owned cable operator
serving exclusively rural areas, with housing densities of
approximately 30 homes per plant mile. Our two systems, Televista
Communications and North Oakland Cablevision ("Televista Systems")
together serve 6100 customers. We serve areas that the large MSO's
bordering our areas had historically declined to serve.

Televista has analyzed the PCC Cable TV Rate Survey Database ("PCC
Rate Database") to determine the average housing densi ty in systems
where competition was found to exist by the FCC, and to determine
how often competition exists in rural areas like those that the
Televista Systems serve.

A Summary of Televista's findings is included with this document
as Attachment A. The entire print-out of the study is enclosed as
Appendix I.

In a nutshell, the PCC Rate Database coyers so few homes in rural
areas (areas of less than 40 homes per plant mile) where
competition exists, that the FCC Rate Database is statistically
insufficient to support the imposition of the Benchmark Rates on
systems wi th housing densities of I ess than 10 home, per pi ant
mile.

An old story come, to mind of the man who drowned while fording a
river that had an average depth of only three feet -- he stepped
in a hole where the average depth was of no consequence.

The same kind of problem ari,e, when the PCC derives average rate,
from areas where competition exists -- virtually all such areas are
densely populated -- and applies those average rates across the
board to systems in both dense and rural areas.

Opl, 6S/100 of l' of the hames in the FCC Rite Database are: 1)
in areas 01 1.,1 tban 40 bOM. per pllnt Idl.; and, 2) in areas
where either Types B or C competition exist,

Moreover, only 17/100 of l' of the homes in the PCC Rate Database
are: 1) in areas of Ie•• tban 30 bome• per plant Bdle; and, 2) in
areas where either Types B or C competition exist.

Therefore, the FCC Rate Database and the Benchmark Rates derived
from the Database should not apply to rural systems.
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Televista's analysis excluded data for systems where the FCC Cable
TV Rate Survey Database did not ref I ect the numbers of Homes
Passed, Homes Subscribinq, or Plant Miles, as those three variables
are essential to housinq and subscriber density analysis.

Tel evista' s anal ysis divided the FCC Rate Database into three
housinq density groups:

1) Systems of All Densities (incl uding both high and low
density systems)

2) Systems of Less than 40 Homes Per Mile

3) Systems of Less Than 30 Homes Per Mile

The analysis then looked at each of those housing d.nsity groups
relative to types of competition shown in the PCC Rate Database.

This discussion will focus on Competition Types Band C, as most
rural systems have penetration rates exceeding the 30\ level that
evidences Type A Competition.

Televista's analysis disclosed that systems of less than 40 hom.s
per mi I e are statistical I y under-represented in the FCC Rate
Database for all Competition Types.

In the FCC Database:

1) In systems with Type A Competition, the average density
is 98 homes per pI ant mi 1e; in ,Ystems with Type B
Competition, the average den.itY i. 64 hamel per plant
mile; and, in .y.tems with Type C Competition, the
average den.ity i. 62 home. per plant mile.

2) Type B or C Competition exist in a total of 53 syst... ,
of all hOWlin9 d.nsiti•• , (.erving 847,364 home.
16.23\ of the hom., in the pee Rate Database). Thi.
repre.ent. more than lout of every 6 home. in the PCC
Rate Databa,e.

3) 15.5\ of all homes are in cable .y.tems with hou.ing
densities of less than 40 home. per plant mile. This is
al.o more than lout of every 6 homes in the pee Rate
Databa,e.

4) However, where housing density i. Ie•• than 40 home. per
plant mile. Type B or C Cqmp.tition 'Iist in only 7 small
Systems (,.rying 34,201 total hames -- 65/100 of 1\ of
the home' in the ree Rate Databa.e). Thi. represent.
Ie.. than lout of .yery 150 ham" in the recRate
Databa.e.
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5) Moreover, where housing densi ty is 1ess than 30 homes
per plant mile, Type B or C Competition exist in only 2
small systems (serving 9,028 total homes -- 17/100 of 1\
of the homes in the FCC Rate Oatabase). This represents
less than lout of every 550 homes in the FCC Rat~

Database.

This all boils down to a self evident fact: Cable companies, MHOS
providers, or Franchise Authorities almost never compete with cable
systems in rural areas -- there are simply not enough homes in
rural areas to support two competing systems.

The hard fact is, in rural areas, it is extremely difficult for
even one company to cover its construction and operating costs, let
alone for two companies to do so while effectively splitting the
sparse subscriber base.

In such rural areas, the costs per subscriber are much higher than
the costs per subscriber in areas of average density. It costs
the same amount to build, power, and maintain a mile of cable
whether 30 homes or 60 homes are passed in that mile. But in rural
areas, those same costs must be spread over half (or fewer) the
subscribers per mile.

Enclosed, as Attachment B is an analysis by Arthur Andersen & Co.,
quanti fying the addi tional construction cost per subscriber in
systems of low subscriber density. The Arthur Andersen study
demonstrates that systems wi th subscriber density of lS subscribers
per mile, have costs over a 12 year period of $4.19 per month, per
subscriber, greater than systems of average subscriber density.

This demonstrates that systems such as the Televista Systems, with
subscriber densi ty of approximatel y 16 per mi Ie, must ;enerate
revenues of almost $4.00 more than the avera;e cable system, simply
to cover the cost of building the system.

Operational costs of small and rural systema also exceed industry
avera;es. Por example, programming costs, at rate card, are far
higher for small systems, including the Televista Systems, than for
large systema, which receive substantial discounts from rate card
prices.

Personnel,-vehicle, and fuel costs are also much higher for rural
system. than for dense systems, as personnel and equipment must
travel much farther to service cable customers.

Small companies, including the Televista Slstema, also are
administratively and technically much more expensive to run than
large syste.. , as costs such as legal, accounting, bookkeeping and
administrative and technical supervision cost. must be spread over
a much smaller subscriber base.
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The fai lure of- the FCC Rate Benchmark formul ae to di fferentiate
between cable operators servin; areas of average subscriber and
housing densities versus those servin; areas of low subscriber and
housing densities, as well as the failure to differentiate between
large companies and small companies, renders appl ication of the
Benchmark Rates to systems of less than 40 homes per plant mile,
and to small systems, arbitrary and capricious.

Under the FCC Benchmark formulae, many small systems, including
the Televista Systems, would be required to roll rates back. Such
rate rollbacks cannot be sustained by the Televista Systems, or
other small systems serving exclusively rural areas.

Under the PCC Benchmark Rates, the two Tel evista Systems would
suffer revenue reductions of over $195,000 per year. Such roll­
backs would put the Televista systems in violation of bank
covenants, and without substantial infusions of capital would make
it impossible for the Systems to service debt.

Moreover, as the benchmark formulae require franchise by franchise
analyses, many companies, including the Televista Systems, would
actually end up with different rates for each Pranchise -- in
Televista's case six different franchises, each covering between
400 and 1500 subscribers.

As it now stands, because the Benchmark rates do not cover costs,
many small companies, including the Televista Systems, are forced
to proceed on a Cost of Service basis. However, the cost of
service approach is extremely uncertain and burdensome.

Pirst, a company must compile data and present Cost of Service
proofs for the basic tier to each of the franchise jurisdictions
it serves. Each cost of service showing will be different, and
require separate preparation, as each franchise jurisdiction will
have slightly different plant characteristics and costs.

Second, the company must make related showings to the PCC for the
satellite tier -- again each one different and requiring separate
preparation and proofs.

Pinally, companies do not know what the Cost of Service process
will be like, as the pee has not yet released the Rules. The only
indications from the Commdssion are that Cost of Service Showings
will be costly, time consuming, difficult, will potentially require
greater roll-backs than do the Benchmarks, and are discouraged by
the Commission.

This is simply not fair. At the very least, the pee Rate
Benchmarks must differentiate between cable operators, by housing
and subscriber densities, and by company and system sizes.
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Most small operators could be viewed as good entrepreneurs, who
risked substantial capital, became liable for extensive debts, and
built cable systems in areas that larger companies had consistently
decl ined to serve. Small operators did what Congress hoped the
1984 cable deregulation would do -- brought cable TV to sparsely
populated rural areas.

Let me further describe our two companies. The companies are
family owned. We started from scratch in 1987, and now serve,
between the two companies, 6100 subscribers in six rural townships
on the northwestern and southwestern margins of the Detroit
metropolitan area.

One company, Televista Cormnunications, serves 2900 customers in
Sumpter, Augusta, and York Townships in Southwest.rn Wayne and
Southeastern Washtenaw Counties. The other company, North Oakland
Cablevision, 65 mil.s away, s.rves 3200 customers in Springfield,
Groveland, and Rose Townships in Northwestern Oakland County.

Becaus. these are rural ar.as, they w.re historic.lly not deemed
serviceable by any of the large MSO's that border our .ystems.
Pollowing cabl e der'9ul ation, we form.d our companies to bring
cable to these areas.

The systems average 29 and 31 homes per mile of cable plant in the
franchis.d town.hip., including trailer p.rks within the borders
of the townships. Those trailer parks had b.en free standin9
Satellite Master Antenn. Systems (SMATV's) that we purch•••d and
rolled into the fr.nchised systems, increa.ing dr.matic.lly the
numb.r of channels and quality of the progr.mmdng th.t the tr.iler
park residents could receive. Without tho.e tr.il.r p.rk•. the
housing density in the two systems is 26 .nd 29 home. per pl.nt
mile.

The Televi.t. Systems average approximately 16 .ubscribers per
plant mile.

Notwithstanding the low density, the Televist. Sy.t.ms .re .tate­
of-the-art 450 MHz .ddr••••bl. sy.t.ms. A••uch, the .y.t.ms w.r.
expensive to build, and, owing to the spar.e density, .r. expensive
to op.rat.. w. provide a total of 39 basic and s.tellit. channels
in the Tel.vi.ta Communications Sy.tem, and 45 ba.ic and satellite
channels in the North Oakland Cabl.vision Syst.m. We curr.ntly
charge $24.45 in both .ystems for full ba.ic ••rvice, including
both'tier., and including franchise and public .cce.s f •••.

That price structure allow. the Televista Sy.t.ms to service debt,
and meet bank covenants.

The Televi.ta Systems' .ub.criber rates are curr.ntly the S&m' a.,
or less than, those charged by MSO'. s.rving area. bord.ring our
small systems. Of course, those large MSO's pay much le.s for
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programming than we do, have much greater efficiencies of scale
than we do, serve areas of much greater density than we do, and
have far higher profit margins than we do.

And yet, the Televista Systems and other small operators are now
caught in a snare that Congressional representatives have publicly
sta ted was intended for larlJe MSO' s. The Tel evista Systems are
told that we must roll subscription rates back to levels that
primarily large MSO's charIJe in areas (where competition exists)
with housing density that is twice the density of the rural areas
that the Televista Systems serve.

We are then tol d to prepare to make burdensome cost of service
showings for many different franchise areas, serving small numbers
of subscribers -- the same showing that a large company would make
for an area serving 100,000 subscribers.

We do not believe that either Congress or the PCC intended to so
impact small operators in sparse rural areas.

We respectfully request that the Federal Communications Commission
make findings and conclusions that:

1) Small cable companies, and companies serving areas with
less than 40 homes per mile, do not have the efficiencies
of scale or housing density of large MSO's.

2) The FCC Cable TV Rate Survey Database is statistically
insufficient regarding Cable Systems serving areas with
housing density of less than 40 b.omes per plant mile
where Types B or C Competition exist to support
imposition of Benchmark Rates on systems of less than 40
homes per mile.

3) Competition between cable systems, or similar multi­
channel providers does not exist in areas of b.ousing
density of less than 40 homes per mile with sufficient
frequency to justify imposition of "Competitive Rates"
on systems serving areas of less than 40 homes per mile.

4) For the above reasons, the Benchmark Rates should not
apply to small systems or systems serving areas of less
than 40 homes per mile.

-5) Insofar as they should apply at all, the Benchmark and
Cost of Service processes should appl y on MSO-wide bases,
not on franchise bases, wherever less than 10,000
subscribers are served in a Pranchise area or in a
component company, so as to avoid the burden on small
operators of preparing separate Benchmark and Cost of
Service showings for very small franchise areas.
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We hope this information and analysis will be of assistance in the
development of fair and appropriate Regulations.

Respectful}y submitted,

/J{{.~L::('~
Michael E. Turner
President

DATED: July 29, 1993



ATTACHMENT A -- SUMMARY -- HOMES PER PLABT MILE BY COMPETITION TYPE
(from FCC Cable TV Rate Survey Database, excluding incomplete data)

COMPETITION I or ROKES PLUT AVIQGE \ or
'l'YPE SYSTEMS PASSED MILES ROMSS PER IfO,.AL

PLU-r MILE ROMES
ALL RESPORSES (RPM)

- ALL DE.SITIES 369 5,220,133 88,904 59 100.00\

- LESS 'f'JIAB 40 133 554,615 27,321 20 10.62\
RPM

- LESS !'lIAR 30 84* 254,615 18,865 13 4.88\
RPM

ftPE A COMPJrrI-
-rION

- ALL DDSITIES 64 885,979 9,052 98 16.97\

- LESS 'f'JIAB 40 28 49,661 1,649 30 .95\
RPM

- LESS !'lIAR 30 17* 15,965 771 21 .31\
BPM

TYPE B COMPftI-
!'10ll

- ALL DDSI!'IES 38 662,845 10,342 64 12.70\

- LESS ftU 40 6 25,173 748 34 .48\
BPM

- LESS 'l'II.U 30 1* 1,472 89 17 .03\
RPM

ftPE C COMPftI-
!'IOII

- ALL DDSI'lIES 15 184,519 2,955 62 3.53\

- LESS ftU 40 1 7,556 290 26 .14\
BPM

- LESS !'lID 30 1* 7,556 290 26 .14\
RPM

.0 COOJrrI'lIOB

- ALL DDSI!'IES 251 3,485,623 66,488 52 66.77\

- LUS 'l'II.U 40 97 471,058 24,567 19 9.02\
RPM

- LESS 'l'II.U 30 64* 228,455 17,648 13 4.38\
RPM

* systems less than 30 RPM are included in systems le•• than 40 HPM



ATTACHMENT B
SUBSCRIBERS PER MI~E OF PLANT AND CONSTRUCTION COST PER SUBSCRIBER

LOW DENSITY SYSTEMS SHOULD BE
PERMI'1*1'ED TO ADJUST BENCHMARKS

Systems with an average of less than 30 subscribers per mile should be

permitted to adjust their benchmarks upward to account for higher costs. The exact

amount of the adjustments should be based on the percentage by which a given

system's per subscriber construction costs (per mile) exceed the average per

subscriber construction costs for the systems included in the Commission's

database. As demonstrated by the attached chart, density has an enormous impact

on per subscriber construction costs.

.
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APPENDIX I

ANALYSIS OF FCC CABLE TV RATE SURVEY DATABASE
SHOWING HOMES PASSED AND SUBSCRIBER DENSITY

BY COMPETITION TYPE

THE FULL APPENDIX IS ON FILE AT THE FCC, AS FILED WITH THE
PLEADING. COPIES OF THE APPENDIX ARE AVAILABLE FROM:

Michael E. Turner, President
Televista Communications, Inc.
37269 Huron River Drive
P. O. Box 604
New Boston, Michigan 48164
(313) 753-3455


